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CERTIFIED MAIL:
Dear Applicant:

We have considered tho information submitted in support of your applicatién
for recognition of oxemption fron federal income tax under section 501(c)(3)
and are unable to make a determination whether you qualify for exemption uncer
this section. Our reasons for this conclusion and the fects on which it is
based are explained below. v N ‘
The evidence submitted indicates that your organization was incorporated on
under the laws of CREENSIMIENENNNNNNENEERand that you are
organized and operated exclusively for educational and charitable purposes
within the meaning of section 501(c)(3) of the Internal Revenue Code of 1386.
Article Third of these Articles of Incorporation further state that “The
purposes for which this corporation {s organized are: -
1. to organize concerned citizens and anergy consumers who col-
lectively purchase large quantities o electricity and gas
from large utility companies; -~ -~ . . :
2.  to sducate individual energy consumers regarding utility issues;
3. to protect the interests of utility consumers through the
intervention in matters before public utility commissioners
in the Unitod States; and ‘
4. to Uo anything else necessary to protect the interests of
utility consumers. - L

Adequate provision hus been made in these Articles of Incorporation to provide
for the distributicn o1 your organization's assets to qualified 501(c)(3)
entities in the event the cirporation dissolves.

Your initial application states that “Tha planned activities of the
organization involve educating the public and promoting gensral awarenas: of

affecting SR payers. - The organjzation also-plans to
coordinate citizen's efforts regarding (. e

Department of the Treasury/internal Revenue Sarvice
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" and a chronology of what your organizationih?s

Your response datedq provides "that
ooy, (DR, will rev T
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[ a letter dated GEMESESEESNER, we reciested additional information
regarding the proposed activities of your corporation, including, but not
limited to, a more detailed description ot;;youg;gtjviti,qa. a proposed budget,

e during the previous year
AN o to - .

’

to accomplish your exempt purposes.. o
In your response to this request dated Ui 'you indicated that “the
organization {s not in full operation as of this date.” You further state
that your organization plans to publish & monthly.newsletter which will be
distributed to members and that copies of these newslatters will be mado
available to the general public.”  You also tt_atof‘,thet‘tho corporation also
plans to hold panel discussions approximately:six times a year and that these

discussions will run approximately two hours length.”
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applications for G
@ that smmm are not raised
costs are passed on to the
y{ssues and gather
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_ made before boards to ensur

unnecessarily and to ensuro that no improper
consumer, attend public hearings regarding
information frca national “and  comnissions.” You also

state that (D will “review global 1nfomal_tion,froqard1n9-andd~

and attempt to make projections’ as:to future guuimimp an

availability and also stay abreast of developing technologies to ensure that
the public has access to environmentally safe, 'off,tqiqnt . "

In response to our raquest to submit & chronology ‘and description of your
activities during the past year, you state that “Please be advised that there
has bean virtually no activity of the organization over the past year and that
vou have no pamphlets or other printed materiala.to describe your.activities.”
You indicate that to date (WEN received SOREERR in contributions for the
year #llSand had expenses of $WAM to pay .the required user fee to apply for
tax exempt status. : 1
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Section 501(c)(3) of the Internal Revenue Code -provides for exemption from
fedaral income tax for organizationg ‘organized and operated exclusively for
charitable, religious, educational and other stated purposes, no part of the
net earnings of which inures to the benefit of any private ghareholder or
individual. i wl T '

Section 1.501{c)(3)-1(a)(1) of the Income Tax Regulations provides that in
order to qualify for exemption under gaction 501{c)(3),"an organizaticn must
be both organized and operated exclusively for one or more exempt purposes.
Failure to meet either the orgamzatima\:or"_.oporaﬁonal test will disqualify
an organization from exemption under  thi .s\ect'lon.x"“_' R
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Section 1.501(c)(3)-1(b)#M) of tha Income TaX Regulations specifies that an
organization is organized for one or more exempt purposes if i{ts Articles of
Incorporation 1imit the purposes of the organization to exempt purposes.

Section 1.501(c)(3)-1(b)(vi) of the Income Tax Regulationg ctate that an
organization is not organized exclusively for.cne or more exempt purposes if,
by the terms of its articles, its purposcs. are:broader than the purposes
specifiad in section 501(¢)(3). ' " v gt iyiiint il m

S-ction 1.501(c)(3)-1(b)(4) of the Income TaX Regulations provide that an
orgmnization is not crganized “exclusively” for cne or Ore exeapt purpcses
unless its assets sre dedicated to an exespt pupose. An organfzation’s
assets will be considered dedicated to an exempt purpcse 1f, upon dissolution,
such assets would, by reason of a provision in the organization’s articles of
incorporation or by operation of law, be distributed for one or more exempt
purposes or to the federal government, or.to a state or local government for a
public purposa. £ SR

Section 1.501(c)(3)-1(d)(1) of the Income Tax Regulations states that an
organization is not organized or operated for any purpose under section
501(c)(3) unless it serves exclusively publig.rather than private interesi..
Thus, to meet the requirements of this subparagraph, an organization must
demonstrate that it is not organized and operated exclusively for the benefit
of private interests such 1s designated individuals,the creator or his
family, shareholders of the organization or persons controlled directly or
indirectly by such private interests, '’ .wsier o

Organizations that are organized and operated on a non—profit basis do not
automatically qualify for exemption under section 501(¢)(3). The fact that an
organization does not make a profit {s not:the determining factor. See

United States v, LaSos \ TMut, 152, F2d, 243 (9th Cir.
1945), cert denied 327 793 (1848); Yal

Corporation, 125 F 2d 811(1st Cir,. 1942, cert. "denied 318 U.S. 672 (1942);
B.S.W, Group Inc. v, Commissioner, 70 USTC 352.(1978)..

In Better Business Bureay v, (nited States, 326 U.8, 270-283, the court held
that the existence of a single non-exempt purpose, if substantial in rature,
will destroy exemption under section.801(c)(3).  In order to qualify for
exemption under this section, the applicant organization has the burden of
proof to show that (1) it is organized and operated exclusively for a purposs
or purposes described in section 501(¢)(3), (2):that no part of its net
sarnings inures to the benefit of any private sharsholder or individual and
(3) that no substantial part of its activities congists of the dissemination
of propaganda or otherwise attempting to influence legislation or engaging in
political activity. See Kenner Y., Commisgsioner,:318 F. 2d, 832, (7th Cir.
1963) L i : L .
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where an organization applies for: tax oxompt ltatus 1n advance of oparations.”
The court states that “it is acknowledged that an organization may seek tax
exempt status in advance of oporationsvw.lt ‘st however, describe its
operations in sufficient detail: to,pormitftho conc!uoi that 1t will meet the
necassary requirements of the section’ Undnr'which exemption’is ¢claimed."”
Without adequate information, denial ot;oxpmp;j '8 wg(rqntod. Church in

Levy Family Tribe v, Commissioner:x¢9 015.;th0 oourt reviens an
application for an organization tookinaﬂtax.exompt status under saction
501(c)(3). Under this section, an organization ‘mest establish that it is
organized and operated exclusively for: ONe Or-mora exempt purposes described
in this section and that it serves:: oxclusiVOIy ‘public rather than private
interests. In Lavy, the court ltltls thati”No.whera in the administrative
record 18 there any description or: oxp\anlxjon of how’'the conducted activity
furthors an exempt purpose. The record {8 replste with unsupported ¢
generalizations. These explanations are too general and lack the facts
necessary to establigsh public rather than psrsonal purposes of the
organization.” Under these circumstances, the court held the organization not
entitled to exemption under aoction 501(0)(3) LA

1 USTC 920~-923, an
organization requesting exemption under. soction 501(c)(3) describad is
proposed activities in broad gensralities:rather than providing specific,
detailed information. In denying exemption:to the ‘organization, the court
held that the organization had not demonstrated that it was operated in
furtherance of an exempt purpose or thlt 1t sorvod oxclusivo]y public rather
than private interests., - . ; EE ¢m

Ravenue Procedure 92-4, 1992-1, C.B.. 572;=providos in Section 8.01 that the
Service may decline to issue & ruling or determination letter whenever
warranted by the facts and circumstcncooiof a particular case.

Revenus Procedure $0-27, 1880-1, C. B. 5!4. provides in Ssction 5.02 that
"Exempt status will be rocognizod in advance of operations {f proposed
operations can be described in sufficient detai)l to permit a conclusion that
the organizatica will clearly meet the particular requirements of the section
under which examption is claimed. The organization must fully described the
activities in which it expects to engage, including the standards, criteria,
procedures, or other means adopted or planned for carrying out the activity.

‘Where the organization cannot demonstrito to the satisfaction of the Service
that its proposed activities will be exempt, a record of actual operations may
be required before a ruling or determination letter will be issued.

SRR




Page §. ' T e

In those cases where am organization i{s unable to describe fully its purposes
and activities, a refusal to issue a ruling or determination letter will be *
considered an initial adverse determination lettar from which administrative

appeal rights will be afforded."

Concerning the organizational test required to be oxomotﬂbndor section
501(c)(3), you state that the purposes for which your organization is
organized are exclusively charitable and educational. However, your Articles
of Incorporation state that you are organized for the following purposes:

1. ~ to organize concerned citizens and energy consumers who
collactively purchase large quantities of electricity and
gas from large utility companies;

2. to educate individual energy consumers regarding utility
issues;
3. to protect the interests of utility consumers through the

intervention in matters bafore public utility commisziond in
the United States; and ‘
4. to do anything else necsssary to protect the interests of

utility consumers. .
While your Articles of Incorporation provide for the distribution of your
assets in the event. of dissolution to qualified 501(c)(3) entities, we cannot
determine whether your purposes serve charitable purposes since you have not
provided sufficient information for us to determine whather your proposed
activities will benefit a charitable class of individuals. In addition, your
purposes are broader than thoses permitted under section 501(c)(3). Therefore,
we have determined you do not meet the organizational test required to ba
exempt under this saection. '

Concerning the operational test required to be exempt under section 501(c)(3),
an organization must demonstrate that it is operated exclusively for one or
more purposes described in this section, that no part of its rat earnings
inures to the benefit of private shareholders or individuals and that the
organization does not engage in substantial legislative activities or
participate on behalf of or in opposition to any candidate for public

office.

You state in your application that your organization is not fully operational
at this time and that no activities have bsan conducting during the past year.
Revenue Procedure 90-27 states in part that “Exempt status will be graanted in
advance of operations if the organization can describe its activities in
sufficient detail to permit a conclusion that it will meet the requirements of
the section under which exemption is claimed." Revenue: Procedurs 92-4 also
states that “the Service may decline to issue a determination letter when an
organization cannot describe its activities in sufficient detail to show that
it meets all of the legal requirements needed to be exempt under this
section.” ‘
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Like tho organizations described in Laverdad v, Commissioner, Levy Family -

er, you have not
described your proposed activities in sufficient detail to enable us to make a
determination whather you serve exclusively public ratheg than private
purposes and are operated exclusively for,’xompt purposes.

Based on the information submitted, we are unable to make a determination as
to whether your organization is entitled to exemption under section 501(¢c)(3).
In accordance with this determination, you are required to file federal income
tax returns on Form 1120. : o ‘

Contributions to your organization are not déducfiblo under sections 170(c),
2055, 2106 and 2522 of the Code. a '

In accordance with the provisions of section 6104(c) of the Code, a copy, of
this letter will be sent to the appropriate state officials.

If you do not agree with our refusal to make a deternination regarding your
tax exempt status under section 501(c)(3), you may request consideration of
this matter by the Office of Regional Director of Appeals. To do this, you
should file a written appeal as explained in the enclosed Publication 892,

Your appeal should give the facts, law and any other information to support
your position. If you want a hearing, piease request it when you file your
appeal and you will be contacted to arrange a date. The hearing may be held
at the regional office or at any mutually convenient district office. If you
will be represented by someone who is not one of your principal officers, that
person will nesd to file a Power of Attorney or tax information authorization
with us, : ot

If you don’t appeal this determination within 30 days from the date of this
letter, as explained in Publication 832, this 1etter will become our final
determination on this matter. Further, if you do not appeal this -
determination in a timely manner, it will be considered by the Internal
Revenue Service as a failure to exhaust administrative remedies. Section
7428(b)(2) of the Code provides, in part, that “A declaratory judgment or
decree under this section shall not be issued in any proceeding unless the Tax
Court, the Claims Court, or the district court of the United States for the
District of Columbia determined that the organization involved has exhausted
acainistrative remedies available to it within the Internal Revenue Service."

Appeals submitted which do not contain all of the information required by
Publication 892 will be returned for complation. o
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If you have any questions, pleass con
number are shown in the heading of th

Enclosure: Publication 892

cc: State Attorney General Wl

,

tact the person

is letter,
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whose name and telephond
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